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PERSON TO OONTACT: -
OONTACT TELEPHONC NUMBER: .

CERTIFIED MAIL

pear Applicant:

We have considered your applicafiod:?cﬁifecoqnitioh'df exemption from Federa)
income tax as an organization described.in section 501(c)(3) of the Interna)
Revenus Code, R« S -

You incorporated in ] : on“ to be
organized exclusively for charitabloi”roligious; educational and scientific

Purposes, including, for such PUrposes, the making of distributions to
organizations that qualify as exempt organizations under section 501(¢c))(3) of
the Internal Revenue Code, as amended;for/tho“corrospondinq section of any
future federal tax code., SPRALE s

The activity of the organization Will be to operate a “chain" of thrifs
stores. During the initial stages of .the corporation’s retail facility, the
Principal officers and directors will be the only employees. If operations
Prove successful, the corporation Plans to hire employses as needed. The
employees will only serve to operate the day to day operations of the retail
business, and will not be authorized to make decisions regarding the
distribution of funds earned through_tho'corporatipn?. sales,

After paying the salaries of the employees': and the other expenses associated
With the retail sales of the donated itoms;ﬁincludingg'retaining income to
open additional stores, the corporation plans’to distribute remaining funds to
organizations and individuals in need of financial aid,
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&pondoﬂ for salaries, rent,

Income will bs derived from sales andw i'l -be

Operations, reserve fund for additiona g;gcqs;‘andwc‘qn”t::r"llbutions.

The organization is controlled by ~ and . = s Vice
President/Secretary and Prosident/Treasgrer‘%rquqc_;iyely.

T oroanizations organized and operated ;jch_J(;sjyer for chariteble,

Seratingl religious, or scientific purposss; ro. part of the net easrnings of
S ) AR A b X " .

WG INUres 0 the benefit of any pcivat'é'sha'rel' l;daf or individual, i

ctien £01(¢)(3) of the Coda providos‘fc’&'igxéfhptioh‘from Fsderal income tax
!
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Section 501(¢)(3)=1(c)(1) of the Regulat{oni'atatos that an organizatiog {s
operated exclusively for the purposes set out in section 501(c)(3) of the
Code only if substantially all of {ts activities are in furtherance of these
purposes, ‘ e AP R
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Revenus Procedure 90-27, published in Cumulative Bulletin 1990-1, on page 514,
provides, in part, that exempt status will bo recognized in advance of
operations if proposed operations can be described .in sufficient detail to
permit a conclusion that the organization williclearly meet the particular
requirements of the section under which exemption is claimed, ™A mere
restatement of purposes or a statement that proposed activities will bs in
furtherance of such purposes will not satisfy.this requirement. The
organization must fully describe the activities in which 1t expects to engage,
including the standards, criteria, procedures,” or. other means adopted or
planned, and the nature of contemplated expenditures. 'Where the organization
cannot demonstrate to the satisfaction of:the Service that its proposed
activities will be exempt, a record of-actual operations may be required
before a ruling or a determination letter. will be issued. In those cases
whera an organization is unable to describe fully its purposes and activieies,
a refusal to issue a ruling or determination letter will be considered an
initial adverse determination from which administrative appeal or protest
rights will bo afforded. R S YOIt Tary
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While you proposed to be organized on a nonprofit basis, nonprofit is not the
same as exampt. The fact that you do make a profit is not the controlling
ractor. Ses United States V. La Societe Francaise de Bien, Mut., 152 F. 2d
243 (9th Cir, 1945), cert. denied 327 U.S. 793-(1848); Hassett V. Associated
Hospital Service Corporation, 125 F, 2d 611 (18t Cir, 1942), cert. denied 318
U.S. 672 (1942); Baltimore Health and Welfare Fund V. Commissioner, 68 T.C,
554 (1978); and B.S.W. Group, Inc. v, Commissioner 352 (1978).,

In Randall Foundation v, Riddell _F. 2d 803, (8th Cir. 1957), an organization
was established to operate as a nonprofit charitable foundation, Income to
the organization came primarily from the sales of shares of stock donated by
the foundation creator, The court held that this organization was primarily
engaged in operating a commercial investment business also stated that: ‘'a
corporation which in its inception engages in trade, business or speculation
and has a vague charitable design, doss no come within tho terms of the
statute", it Sl L

Based upon the facts submitted we have dotorminod,thatfyou have not
demonstrated to the satisfaction of the Service that your proposed activities
will be conducted within the intendment of 501(¢)(3) of the Code,

R R e TS R

While operating a thrift store can be a charitable purpose, the method of
cperations determines whether or not 1t differs from a regular trade or
business and falls within tha purview of section 501(c)(3).
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You have not demonstrated a difference between your activities and those of an
entity that operates as a commercial business, : The fact that the governing -
body {s related and controls the organization, 1n addition to, being the only
employees and determining your own sala ies: {8 evidence of a privats rather
than public purpose being sorved, .. . S o
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You stated that the difference between yourg%rganization & commercial
business enterprise is that al) profits,” over and above, expenses will ba

given away, Howaver, one of your primary:expense 18 a'reserve fund to open
additional stores, thereby, limiting your.’charitable  expenditures. Hence your
proposoed charitable purpose is secondgryﬂ§3§y0u5;pusine§s>venture(s).
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At this time, you are unable to broVidoﬁiuftjE?ﬁhtﬁfﬁfbﬁﬁitibn'to permit a
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conclusion that the activities you will carry on‘will'be in furtherance of

501(¢)(3) purposes, and that theay will bo'Carriéd,out“!n,g‘manner that will

meet the requirsments of section 501(c)(§)LOf5tha’Code.;;wq
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On the authority of the above Revenuéﬂb}oéédure.,it is held that a record of
actual operations will be required before a ruling.or determination will be
1ssued. : L g S o
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After you have operated for a pariod of time ‘sufficient to permit a conclusion
that your oparations will clearly fall within the scops of section 501(c)(3)
of the Internal Revenue Code and a reconsideration of  your exempt status is
desired, a new application for exemption may be filed with this office.
Therefore, we have concluded that you do not qualify for exemption from
Federal income tax as an organization described in.‘'section 501(c)(3) of the
Code. In accordance with this determination“Wyou“are“'9qu*r°ﬂ_*" fila Federal
income tax returns on Form 1120, e B '
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'Contributions to your organization arézhot
170(c)(2) of the Code. Lo o
In accordance with the provisions of sebtion,5104(c)?of;the,Codﬁ._a copy of
this letter will be sent ‘o the appropriate.State offic1§1§,. :

B : -
If you do not agree with our determination, xoq_mqy;requeg; conside(at1on of
this matter by the Office of Regional Director 'of; Appeals. To do this, you
should file a written appeal as explained in:the enclosed Publication 892,
Your appeal should give the facts, law, and; any other information to support
your position. If you want a hearing,~p]ease;requestb1t‘when.you file your
appeal and you will be contacted to arrange a date. - Ths hearing may te held
at the regional office, or, if you request, at. any mutually convenient
district office. If you will be represented by.someone who is not one of your
principal officers, that person will nesd,to.file a power of attorney or tax
information suthorization with us, » ST A
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If you don't appeal this determination within’ .days from the date of thig .
letter, as explained in Publication 892,  thi ‘otggljglﬂ‘_l_lgbd_comt,our final
determination in this matter, . Futthor,'if-‘.‘i_l'.éfyou‘;.bdo;-inot}fapma'l‘:-thia' gt
determination in a timely manner,: it will: be

18y

\J.be conaideced by. the Tnternal
Revenue Service as a failure to oxhaustgadtnin_ictrgtiyo;;rmdi_u: Section

7428(b)(2) of the Code provides,.1‘1n;pa;;t”’::§;hit§§&?do¢luratory.;,Judgemont'br,..

R

decres under this section shall not be.igsued Ni&ny-proceaeding unless. the Tax

Court, the Claims Court, or the distrjct‘;:pour,:;'g,gif;thq;;u'gj-tod,s,ta;os‘::for the

District of Columbia determines ‘that' :hqgti:rqanjzatjoniij
twit 3

nvolved:has exhausted
administrative remediss available to {j hin'the') %’%‘\n%l;;ﬂogenue,,‘Service.“

Appeals submitted which ¢a not contain al'l,:.tltx‘ovgdchpgp.t;gion required by
Hong @ity o -
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PubHca‘qion 892 will be returned ’foqj
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If you have any questions, please oontact'.thn,“ﬁpor:on"m\osg;nmn and telephone
phone number are shown in the heading of.this:letter,«iti ", «» = .
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Enclosure: Nublicaticn 802

cc: State Attorney General Wyl




